


8619 Westwood Center Drive 
Vienna, VA 22182-2285 


Dear Stockholder: 


America Online is pleased to report its initial quarterly results as a public company. 


The three key attributes of our business—the predictability of a services company, the operating leverage of a media 
company, and the growth potential of a technology company—were all reflected in the financial results for the third fiscal 
quarter. 


Net service revenues increased 42 percent over the prior year, to $6,999,000. Ourtotal subscriber base increased 43 percent; 
we ended the quarter with approximately 170,700 members. More importantly, our PC-compatible and Macintosh subscriber 
bases increased 76 percent, reflecting continued acceptance of America Online in these growing market segments. 


Operating profit grew 36 percent over the prior year, to $863,000. Pre-tax margin increased to 13.1 percent in the March 
quarter, up from 12.5 percentin the same quarter last year. This margin expansion was attributable principally to a reduction 
in costof revenues, largely due to lower rates negotiated with our primary telecommunications provider and leveraging general 
and administrative costs. 


The milestone event for the third fiscal quarter was the successful offering of stock on March 19. The company sold 1,017,238 


shares of common stock, generating proceeds (net of accrued dividend payments and offering expenses) of approximately 
$6,850,000. 


We're now in a good position to execute our strategy of targeting market segments and teaming with powerful partners to 
expand our business. In recent months, we unveiled alliances with companies spanning a number of industries. Such alliances 
include Microsoft, a leading software company; Everex, a rnodem manufacturer; PC World magazine and the Tribune 
Company, a diversified media organization. Discussions are being held with a variety of prospective partners and we are 
confident that our tapestry of strategic alliances will continue to expand. 


We welcome you as a stockholder, and thank you for your confidence in us. The future looks bright, and we look forward to 
sharing it with you. 


Cordially, 


ae if Cee 


James V. Kimsey Stephen M. Case 
Chairman President 





Condensed Statements of Income 























(unaudited) 
Three months ended Nine months ended 
March 31 March 31 
1992 1991 1992 1991 
| (Amounts in thousands except per share data) 

Revenues: 

Net service revenues S$ 6,999 $ 4930 $ 18,854 § 14213 

Other revenues 6 496 362 1,433 

Total revenues 7,005 5,426 19,216 15,646 

Costs and expenses 

Cost of revenues 3,255 2,616 8,849 7,581 

Marketing 1,475 79 3,887 2,565 

Product development 494 489 1,453 2,058 

General and administrative 918 888 2,655 2751 

Total costs and expenses 6, 42 4792 16,844 14,955 

Income from operations 863 634 2,372 691 
Other income, net | 55 44 122 43 
Income before provision for income 

taxes and extraordinary item #8 678 2,494 734 
Provision for income taxes (349) (259) (948) (278) 
Income before extraordinary item 569 419 1,546 456 
Extraordinary item - tax benefit arising from 

net operating loss carryforward M9 250 918 268 
Net income $ 918 $ 669 $ 2,464 $ 724 
Earnings per share: 

Before extraordinary item $0.10 $0.10 $0.30 $0.10 

After extraordinary item $0.16 $0.15 $0.48 $0.17 
Weighted average shares outstanding (1) 5,675 4374 5,133 4375 


(1) As adjusted for February, 1992 
two-for-one stock split 

















Condensed Balance Sheets 
(Amounts in thousands) 
March 31, 1992 June 30, 1991 
(unaudited) 
ASSETS 
Current assets: 
Cash and cash equivalents $ 14,849 $ 984 
Trade accounts receivable 1,100 774 
Other receivables 185 36 
Prepaid expenses 480 490 
Deferred subscriber acquisition costs 2,936 1,667 
Total current assets 19,550 3,951 
Property and equipment at cost, net 1,072 1,093 
Other assets: 
License rights, net 116 241 
Product development costs, net 2,755 2477 
Other assets 71 171 
$ 23,664 $ 7,933 
LIABILITIES AND STOCKHOLDERS’ EQUITY (deficiency) 
Current liabilities: 
Trade accounts payable $ 2,025 $ 1,833 
Accrued personnel costs 581 310 
Other accrued expenses and liabilities 1,965 742 
Current portion of capital lease obligations 23 42 
Notes payable 168 434 
Deferred revenue 672 407 
Total current liabilities 5,434 3,768 
Deferred rent 338 458 
Capital lease obligations, less current portion 29 46 
Notes payable 6 133 
Convertible redeemable preferred stock - 12,534 
Total stockholders’ equity (deficiency) 17,857 (9,006) 
5 73,664 S$ 7,933 


